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On April 21, Treasury Minister Rudolf Hommes announced that the government planned to decree
a five-day state of "economic emergency." The decree would permit President Cesar Gaviria to
bypass normal bureaucratic procedures in allocating credits and contracts to alleviate the nation's
electricity crisis. The immediate cause of the crisis is the unusually light rains this year, described as
a consequence of a shift in the Pacific current El Nino, leaving the hydroelectric reservoirs at historic
lows. The hydroelectricity plants account for 80% of the nation's power. Critics say the underlying
problems are governmental incompetence and corruption, which have prevented the realization
of necessary maintenance and expansion projects. Instead, funds were invested in projects that
have produced no returns. Three weeks previously, the government implemented eight- to 10-
hour blackouts across the nation aimed at cutting national power consumption by half, or from 100
to 50 kilowatts per day. The rationing is expected to continue at least through June. Independent
economists say losses run about US$35 million per day in lost production alone. A recent study by
Interconexion Electrica, S.A., indicated that the severe power rationing will cause financial losses
this year of between US$1 billion and US$1.6 billion, equivalent to between 2.5% and 3.4% of GDP.
Businesses are laying off employees. Restaurants close early, factory output has slowed down, traffic
is often snarled, and elevator service is suspended. While the industrial areas in most of the cities
are not blacked out yet, managers were ordered to reduce consumption by 15% or face shutdown
and/or fines. In addition to the direct costs, Mining and Energy Minister Juan Camilo Restrepo
estimated the country needs to invest US$180 million over the next three months for new generators
and to upgrade and repair existing gas, coal and diesel generators. At the April 27 cabinet meeting,
he said, the government also agreed to assume US$500 million of the electricity sector's debt of over
US$1 billion. The attorney general's office is investigating whether there was criminal corruption in
the delay in construction of what is currently reported to be a US$2.6 billion hydroelectric project
called El Guavio. The project is said to be at three years behind schedule, and the original cost
was set at US$1.3 billion. Treasury Minister Hommes said the government plans to spend US$700
million in electrification programs to include expansion and upgrade of hydroelectric facilities and
thermoelectric plants, and to establish links with the Venezuelan power grid. Some of the necessary
financing, he added, will derive from Inter-American Development Bank (IDB) and World Bank
loans. (Basic data from Notimex, 04/21/92; Washington Post, 04/22/92)
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